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Improved Cost Information
The Department continues enhancement of the 
Management Cost Accounting system and its 
integration with the fi nancial accounting system. 
This integration has focused on providing valid 
and useful information related to performance 
measurement and budgeting to all levels of 
management throughout the organization. 
This requires cost information aggregation and 
reconciliation that support bureau program 
managers as well as Departmental management’s 
strategic goals and objectives. We have 
accomplished alignment in the Statement of Net 
Cost by building an organizational structure that 
captures cost transactions at the Mission Area and 
the End Outcome Goal level while allowing the 
bureaus to adopt fl exible goals and activities that 
support these outcomes. These fl exibilities have led 
to some criticism by GAO that we have no single 
integrated information system to obtain the MCA 
data. However, we have begun addressing this 
concern by implementing FBMS in two bureaus this 
fi scal year. Full implementation of this system will 
facilitate the single data source solution and ensure 
consistency across each entity. This fi scal year we 
focused on identifying representative measures 
within each mission area and identifying the 
expense data for these measures as they are built 
into the Statement of Net Cost model. 

Financial Management Systems
The Department shares the view of the government-
wide CFO Council that a key to improved fi nancial 
and program management is improved fi nancial 
management systems. Improving fi nancial 
management systems will provide for and strengthen 
decision-making capabilities and enable Interior 
program and fi nancial managers to more effectively 
achieve the Department’s missions. The Department 
recognizes the importance of its fi nancial 
management systems as a part of its capital assets 
portfolio and uses sound information technology 
investment management principles to plan and 
monitor these systems. With FBMS, Interior’s goal 
is to achieve and maintain the objective stated in 
OMB Circular No. A-127, Financial Management 
Systems, for each agency to establish a single, 
integrated fi nancial management system. In pursuing 
this goal, the Department will follow the information 
technology investment management practices 
and principles identifi ed in the Clinger-Cohen Act 
of 1996.
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Financial Management Systems 
Improvement Strategy
The Department’s goal is to continue to improve 
fi nancial transaction processing and to enhance 
fi nancial management systems support through an 
effective partnership of program, information system, 
and fi nancial managers.

The Department relies on fi nancial management 
systems planned for, managed together, and 
operated to collectively support program and 
fi nancial managers. These systems are managed at 
various levels within the Department. Some of these 
systems are managed on a Departmental level, 
others are maintained at a bureau or local level, 
and some are Government-wide systems on which 
the Department relies. Collectively, they represent 
the Department’s fi nancial management systems 
architecture.

The Department has viewed the movement toward a 
single, integrated fi nancial system as encompassing 
four interrelated elements: (1) improve internal 
controls; (2) eliminate redundant data entry; (3) 
enable end-to-end transaction processing; and (4) 
standardization of data for improved information 
quality.

The Department’s current fi nancial management 
system improvement efforts involve three major 
thrusts:

u FBMS. Defi ne, carefully plan, and implement 
a new generation of fi nancial management 
systems to replace existing systems that 
are no longer supported by their software 
companies;

u Critical Programmatic/Financial 
Management Systems. Continue to improve 
certain critical bureau-based programmatic/
fi nancial management programs: Minerals 
Revenue Management and American Indian 
Trust Funds; and

u Interior Enterprise Architecture Program. 
Continue to improve the Information 
Technology infrastructure supporting fi nancial 
systems. The IT infrastructure is critical to 

maintaining quality fi nancial management 
systems. One of the major IT infrastructure 
efforts is the Interior Enterprise Architecture 
Program.

Financial and Business 
Management System
The Department of the Interior is in the third phase 
of implementing FBMS resulting in the Department’s 
business transformation over the next few years. 
Interior has developed an Interior-wide strategic plan 
for the fi rst time in the Department’s history to guide 
efforts to deliver more programs and services in a 
fi scally responsible manner — and FBMS is a major 
component of this strategic plan. This will require 
Interior to operate more as one Department and 
work towards being able to share resources across 
bureaus to maximize resources. 

When fully operational, FBMS will provide Interior 
with standard business practices supported by a 
single, integrated fi nancial and administrative system 
for all bureaus. FBMS is an integrated suite of 
software applications that will help Interior manage 
a variety of business functions, including core 
fi nancials, acquisition, budget formulation, personal 
property and fl eet management, real property, travel, 
fi nancial assistance, and enterprise management 
information.

The standardization and integration delivered 
by FBMS will help facilitate more collaborative 
relationships and establish a common approach 
to fi nancial and business management. As a 
result, the Department will be positioned to deliver 
programs and services in a more effi cient and 
effective manner. Benefi ts gained from implementing 
this suite of applications will include:

u Access to and sharing real-time, accurate 
business information that supports effective 
business decisions for mission delivery;

u Issuance of accurate fi nancial reports and 
analysis of core fi nancial, acquisition, fi nancial 
assistance, and property data; and

u Retirement of outdated and legacy systems no 
longer supported by their software vendor.
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FY 2007 Accomplishments 
Several necessary activities were accomplished 
to ensure the successful 2007 phase of FBMS 
implementation - the deployment of the acquisition 
functionality integrated with the November 2006 
deployment of core fi nancials; fi nancial assistance 
functionality; and enterprise management 
information and reporting for the Offi ce of Surface 
Mining and the Minerals Management Service. 
FBMS is being hosted by Interior’s National 
Business Center. The NBC is an OMB-designated 
Shared Service Provider. Some of the activities 
included the following: 

u Improved month-end processing now 
managed in a cooperative manner with the 
bureaus, the Project Management Offi ce, and 
the NBC;

u Completed system confi guration, business 
process procedures, and test scripts for 
acquisition functionality; 

u Developed and tested conversion and 
interface programs, including external 
interfaces; 

u Developed fi nal FBMS cut-over plan for 
acquisitions from Interior Department 
Electronic Acquisition System to Prism; 

u Conducted ongoing operation and 
maintenance of Deployments 1 and 2 
(fi nancial assistance, core fi nancials, and 
enterprise management information system for 
OSM and MMS);

u Planned for the fall 2008 deployment of core 
fi nancials, fi nancial assistance, acquisition, 
property, and enterprise management 
information for the Bureau of Land 
Management and property for MMS and OSM.

FY 2008 Planned Activities 
Other necessary activities are planned to be 
accomplished to ensure successful FBMS Phase 4 
deployment in the fall of 2008. Activities will include:

u Completing all system confi guration, business 
process procedures and test scripts for core 
fi nancials, fi nancial assistance, acquisition, 

personal property/fl eet, and enterprise 
management information for BLM, and 
personal property/fl eet for MMS and OSM;

u Developing and testing conversion and 
interface programs for BLM, MMS and OSM;

u Conducting integration and user acceptance 
testing;

u Conducting end-user training; and

u Developing the fi nal FBMS cut-over plan for 
Deployment 4.

Critical Programmatic Systems 
The Department has two critical programmatic 
systems that process fi nancial data. They are the 
Minerals Revenue Management System and the 
American Indian Trust Funds Systems.

 MMS Minerals Revenue 
 Management System
 The Minerals Revenue Management program 

is responsible for ensuring that all mineral 
revenues from Federal and Indian lands are 
effi ciently, effectively, and accurately collected, 
accounted for, verifi ed, and disbursed to 
recipients in a timely manner. These revenues 
have averaged more than $9 billion annually 
over the last fi ve years. To ensure revenues are 
properly collected and disbursed, MMS utilizes 
a broad range of fi nancial services and pursues 
a comprehensive compliance strategy that 
includes an automated compliance verifi cation 
program to validate the accuracy and timeliness 
of revenues paid. MRM also administers a 
robust Royalty-In-Kind program, which utilizes 
an asset management approach to ensure the 
receipt of optimal value for mineral resources. 

 FY 2007 Accomplishments
u MMS continues to explore opportunities 

for program application for the RIK 
program. As a result, the natural gas RIK 
business unit was expanded in the Gulf 
of Mexico and Wyoming. The crude oil 
business unit remained relatively static 
in size. In April 2007, MMS completed an 
analysis that examined the performance of 
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the RIK program during FY 2006. 
 A revenue gain of $26.2 million related 

to both the natural gas and crude oil 
business units was among the highlights 
of the report. Combined with an additional 
revenue gain of $2.6 million in additional 
interest earned on RIK revenues received 
5 to 10 days earlier than under the royalty 
in value program and $2.3 million in 

 cost avoidance by collecting offshore 
 oil and gas in kind instead of in value, 
 a total revenue gain of $31.1 million was 

measured for the MMS RIK program in 
 FY 2006. 

u The FY 2006 RIK Annual Report 
responded to Section 342(e)(2) of the 
Energy Policy Act of 2005, requiring the 
Secretary of the Interior to submit a report 

 to Congress for each of fi scal years 2006 – 
 2015 that describes the performance, 

benefi ts, and savings associated with 
the MMS RIK program. In FY 2006, 
while volumes taken in kind decreased 
due to effects of Hurricane Katrina, total 
revenues to the U.S. Treasury increased 
when compared to the previous year. 

 A total of 72,279,559 barrels of oil 
equivalent were taken in kind and sold 
by MMS in FY 2006. This volume is 
approximately 90% of the volumes taken 
in kind for FY 2005. The value of RIK oil 
and gas in FY 2006 was $4,087,885,440, 
a 10% year-on-year increase in value—
the increase refl ecting the effect of 
markedly higher energy commodity prices 
during FY 2006. As of the end of FY 2006, 
MMS took in kind approximately 72% 
and 45% of the crude oil and natural gas 
royalty volumes, respectively, produced 
daily in the Gulf of Mexico. In April 2006, 
MMS, in consultation with the State of 
Wyoming, began taking natural gas in kind 
for Federal gas production in Wyoming at 
the rate of 30,000 Million British Thermal 
Units per day.

u In July 2007, MMS began deliveries of 
royalty oil to the Department of Energy at 
a rate of approximately 50,000 barrels per 
day for the Strategic Petroleum Reserve. 

u In response to the fi nal OIG report 
dated December 5, 2006, MMS 
formally submitted an “Action Plan to 
Strengthen Minerals Management Service 
Compliance Program operations” (Action 
Plan) to document the improvement 
actions taken and planned. The Action 
Plan sets forth specifi c actions to: 

 (i) provide reliable data for managing 
and reporting on Compliance and Asset 
Management program operations; 
(ii) strengthen the compliance review 
process; and (iii) improve performance 
measures to better refl ect CAM program 
operations.

u MMS has completed processing the 
backlog of interest billings related to oil 
and gas leases on Federal and American 
Indian lands. MMS billed more than $66 
million of interest on late royalty payments 
and is now regularly billing lessees for late 
payments on a monthly basis. 

u Working in partnership with the BLM, 
IA, the Offi ce of the Special Trustee 
for American Indians, and the U.S. 
Geological Survey, the MMS is leading 
an effort to expand the number of 
Indian outreach sessions provided by 
developing Indian oil and gas training that 
covers all aspects of trust management 
including land ownership, leasing, 
drilling, production verifi cation, lease 
inspection, royalty reporting, compliance, 
royalty disbursement, and fi nancial trust 
accounts. The new training is tailored 
for tribes and Individual Indian Mineral 
Owners in the various regions where 
outreach is conducted as well as for 
Department of the Interior employees who 
are involved in Indian oil and gas activities. 
The additional outreach sessions and 
the joint agency training program will 
provide Indian communities and Interior 
employees with opportunities to gain more 
knowledge of the full spectrum of Indian 
mineral resources.

u As a result of provisions of the EPAct 
governing the payment of royalty on 
geothermal resources produced from 
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Federal leases and the payment of direct-
use fees in lieu of royalties, the MMS 
published a fi nal rule on Geothermal 
Valuation in May 2007. The EPAct 
provisions amended the Geothermal 
Steam Act of 1970. The fi nal rule amends 
the current MMS geothermal royalty 
valuation regulations and simplifi es the 
royalty and direct-use fee calculations for 
geothermal resources for leases issued 
under the EPAct and leases whose terms 
are modifi ed under the EPAct. 

 FY 2008 Planned Activities
u Implement an effective risk metrics 

program to quantitatively identify 
exposures and inform commercial 
decision-making within the RIK Program.

u Expand RIK portfolio through 
diversifi cation, after enhancing internal 
controls, risk policy frameworks, and 
human resource skill sets.

u Establish a new risk-based compliance 
strategy.

u Continue to implement the Strategic 
Business Plan. 

u Publish a proposed Takes versus 
Entitlements Rule. 

u Publish a proposed rule for Prepayment 
 of Royalties on Marginal Properties. 

u Publish fi nal rules on Indian Oil Valuation 
 and Reporting Amendments

u Publish proposed rules on Coal Valuation 
 and Debt Collection.

 American Indian Trust Fund Systems
 The American Indian Trust Fund Management 

Reform Act of 1994 identifi ed some of the 
Secretary’s core responsibilities for trust fund 
management and established the Offi ce of 
Special Trustee for American Indians. The Act 
identifi ed actions required for the Secretary’s 
proper discharge of trust responsibilities, 
including providing adequate systems for 
accounting for and reporting trust fund 

balances; providing adequate controls over 
receipts and disbursements; providing periodic, 
timely account reconciliations; determining 
accurate cash balances; and preparing periodic 
statements of account performance and 
balances. The Act also addressed the need for 
developing systems for accounting and investing 
funds, for reporting to account holders, and for 
maintaining accurate data on ownership and 
leasing of Indian lands.

 In FY 2001, the Department commissioned 
an independent review which concluded 
that the previous reform results were not 
accomplishing the intended comprehensive 
result. Accordingly, the Department developed a 
more comprehensive and integrated approach—

 the Comprehensive Trust Management Plan, 
dated March 28, 2003—that sets forth a 
strategic framework, including six strategic goals 
(and various objectives) for the Department to 
meet in fulfi lling its obligations to its fi duciary 
trust benefi ciaries:

u Benefi ciary services that are trusted, 
 accurate, and responsive;

u Tribal self-governance and self-
determination that increase participation in 
managing assets;

u Ownership information that is accurate, 
 timely, and reliable;

u Land and natural resources management 
that maximizes return while meeting 
benefi ciary desires (constrained by 
benefi ciary preferences on other factors);

u Trust fund assets management that meets 
fi duciary standards; and,

u Administrative services that: (1) enable 
and empower the organization and 
workforce to be an effective fi duciary 
trustee; and (2) provide modern, 
appropriate systems and tools to manage 
the fi duciary trust.

 The CTMP identifi es three primary business 
lines: (1) benefi ciary trust representation, (2) 
trust fi nancial management and stewardship, 
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and, (3) management of land and natural 
resources. Each business line represents 
a distinct group of products or services 
for comprehensive trust management and 
encompasses related processes, products, 
and services within its scope. Strategic goals 
and specifi c related objectives fi t within these 
business lines. 

 In June 2007, the Department released the 
2007 Historical Accounting Plan for Individual 
Indian Money accounts. The 2007 plan refl ects 
what has been learned in 4 years of historical 
accounting. The Department’s plan includes 
the provision of historical accountings for about 
371,000 IIM accounts open on or after October 
25, 1994, that had balances. Implementation of 
the plan is estimated to cost $335 million.

 FY 2007 Accomplishments
 Through the Offi ce of the Special Trustee for 

American Indians, the Department of the Interior 
is in its third year of implementing the Fiduciary 
Trust Model. The FTM is designed to enhance 
benefi ciary services for tribes and individuals, 
with better information about ownership, land 
and natural resource assets, trust fund assets, 
Indian self-governance and self-determination, 
and administrative services. When fully 
implemented, the FTM will transform current 
trust processes into more effi cient, integrated, 
and fi scally-responsible business processes 
that better meet the needs of benefi ciaries and 
employees.

 Transitioning from the approximately 56 non-
integrated Trust-related information systems 
to an integrated trust data environment is the 
cornerstone of the FTM. By the close of FY 
2007, OST and IA achieved a milestone in trust 
management reform through conversion to a 
new leasing system which is integrated with the 
land title system and interfaces with the Trust 
Funds Accounting System. With the Exception 
of Compact/Contract Tribe encumbrance data, 
this conversion provides a single repository 
of ownership for DOI-processes Indian Trust 
land conveyance and encumbrance data. As 
of September 30, 2007, all locations were 
successfully converted to the new leasing 
system. As IA locations converted to the new 

leasing system, Indian trust benefi ciaries began 
receiving quarterly statements that include 
more detailed information on trust assets and 
trust income. Other selected accomplishments 
include:

u Continued implementation of the FTM, 
including the migration of automated 
systems that are integrated in order to 
support the FTM trust business processes 
and fulfi ll benefi ciary needs and fi duciary 
requirements.

u Utilized information from the MRM, an 
MMS program for collecting, accounting 
for, and distributing mineral revenues from 
both Federal and Indian mineral leases, 
to disburse lease revenues to individual 
Indian benefi ciaries at the converted 
agencies. 

u Distributed $21.8 million to individual 
Indian trust account holders who 
were previously on the “Whereabouts 
Unknown” list through collaborative efforts 
between OST, IA, and tribal governments. 

u Safeguarded millions of Indian trust 
records at the American Indian Records 
Repository, in Lenexa, Kansas. So far, 
more than 162,321 boxes containing 
almost 406 million pages of Indian records 
have been electronically indexed and 
stored at the state-of-the-art storage 
facility.

u Provided records management training for 
697 IA and OST records contacts and 295 
tribal employees.

u Increased direct deposit by 3,508 IIM 
account holders, thus avoiding lost checks 
and providing timely delivery of funds.

u Worked with 43 tribes that performed or 
sought to perform OST programs and 
functions on behalf of their members, 
and worked to ensure that 75% of those 
tribes had program standards for the OST 
functions in place.
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u Published informational brochures and 
other material for Indian trust benefi ciaries 
to help educate and inform them about 
their trust accounts and assets.

u Held outreach events and attended Indian 
country community events, such as pow-
wows and meetings, across the country to 
help inform Indian trust benefi ciaries about 
their accounts and assets.

u Conducted assessments of business 
process workfl ows, integrated system 
support, and workforce plans at fi eld 
locations.

u Incorporated regulatory initiatives into 
operating procedures, manuals, and 
handbooks.

u Revised and enhanced training curriculum 
for the FTM standardized processes.

u Provided quarterly trust-related training 
including: Trust fundamentals, orientation 
programs for OST Fiduciary Trust Offi cers 
and Deputy Superintendents as well as 
new hires, Trust Fund Accounting System, 
lockbox operations, and other related trust 
systems.

u Certifi ed 73 Interior employees as 
Certifi ed Indian Fiduciary Trust Analysts 
and/or Specialists. 

u Aligned the Risk Management program 
with OMB Circulars No. A-123 and No. 

 A-130 for all OST locations and completed 
a comprehensive risk management plan 
that identifi es the schedule of internal 
control reviews for all OST programs over 
the next 3 fi scal years.

u Distributed an aligned risk management 
assessment tool that provides automated 
assessment and corrective action plan 
development and maintenance. 

u Enhanced the lockbox operations for 
additional funds processing.

u Revised, implemented, and conducted 
training on standardized IA Handbooks 
and OST Desk Operating Procedures in 
compliance with new regulations.

u Completed analysis of probate information 
across all trust systems and implemented 
reconciliation recommendations.

u Moved decision-making on selected 
transactions to the local level.

u Completed Data Quality and Integrity 
project tasks for 50 IA agencies.

u Implemented post-quality assurance 
review processes at 2 IA LTRO’s.

u Conducted 45 trust examinations and 42 
records management assessments.

u Enhanced IT security through 
improvements to the vulnerability scanning 
process and the re-certifi cation and 
accreditation of systems. OST’s General 
Support Systems was re-accredited in 

 FY 2007.

u Redesigned and updated the OST 
external Web site <http://www.doi.gov/ost> 
to be interactive and informational for 
Indian Trust account holders.

u Worked with a contractor to communicate 
with Indian trust benefi ciaries about the 
services and products available to them 
and how Indian trust management reforms 
affect them.

u Developed and implemented Cannon 
Financial Institute’s Certifi ed Indian Trust 
Examiner certifi cation program.

u Completed a Workforce and Diversity 
Plan that contributes to the achievement 
of program objectives by providing a 
basis for justifying budget allocation and 
workload staffi ng levels.
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u Partnered with the Gallup Organization to 
conduct a Q-12 Employee Opinion Survey 
to gather information to create a more 
constructive and productive workplace.

u Created a Workforce Improvement Team 
comprising approximately 40 program 
offi ce representatives to address areas 
identifi ed in the 2006 Federal Human 
Capital Survey.

 FY 2008 Planned Activities
u Certify additional Interior employees as 

Certifi ed Indian Fiduciary Trust Analysts 
and/or Specialists.

u Develop and provide job-specifi c training 
to Interior and tribal employees in FTM 
business processes (e.g., lockbox; tribal  
self-governance and self-determination; 
and trust accounting).

u Respond to 90 percent of inquiries to the 
Trust Benefi ciary Call Center within 2 
business days and the balance of inquiries 
within 30 days.

u Use the Indian Trust Appraisal Request 
Tracking System to accurately track and 
project Offi ce of Appraisal Services cost 
and performance data.

u Strengthen the risk management program 
by: (1) increasing the frequency of self-
assessment cycles; (2) improving OST 
staff expertise through additional risk 
management training; (3) expanding the 
Risk Management Assessment Tool to 
include a section that addresses risks 
and associated internal controls at the 
senior management level; and, (4) aligning 
RM-PLUS with regulatory and legislative 
requirements, in particular OMB Circular 
No. A-123.

u Continue to work with other Interior 
bureaus and offi ces on regulatory 
initiatives. 

u Obtain appraisal backlog information from 
compacted and contracted tribes and 

ensure that reporting requirements are 
incorporated into annual Memoranda of 
Understanding.

u Assist compact/contract tribes that are 
seeking access to the Department’s 
TrustNet.

u Align Activity-Based Cost/Management 
System activity codes and outputs with 
projected budgetary funding levels.

u Expand the scope of trust examinations 
to all Department offi ces performing trust 
functions, including the MMS and the 
BLM.

u Complete 45 record management 
assessments and 38 trust examinations.

u Collect and index 10,000 boxes of inactive 
records and continue to maintain the Box 
Index Search System (BISS) that allows 
for record retrieval on an as-needed basis 
for over 200,000 boxes of inactive records.

u Assist the National Indian Programs 
Training Center in designing curriculum, 
hosting, and presenting courses for Indian 
and tribal staff.

u Resolve 25 percent of “Whereabouts 
Unknown” accounts.

u Conduct post quality assurance review on 
the encoding of Trust Asset Accounting 
Management System leasing module 
data to ensure accuracy as well as timely 
interface with TFAS and the TAAMS title 
module.

u Use Re-engineering Continuous 
Improvement Teams to identify the need 
for revised business processes, enhanced 
data systems, standard operating 
procedures, handbooks, validating 
metrics, desk operating manuals, and new 
skills training.

u Interact with at least 300 tribal, individual 
Indian and Alaska Native benefi ciaries 
through local community outreach 
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programs regarding asset management 
and trust reform initiatives.

u Actively engage tribal and individual Indian 
benefi ciaries in the management of trust 
assets.

u Advocate the importance of estate 
planning for individual Indian benefi ciaries 
to reduce the impact on fractionation of 
trust land holdings.

Interior Enterprise Architecture Program
For the last three years, Interior’s Enterprise 
Architecture program exceeded established 
maturity thresholds and therefore, achieved a rating 
of green from OMB. In 2007, the IEA program 
was recognized as one of the top fi ve enterprise 
architecture programs across all Federal agencies. 
Agencies were evaluated on three factors of their EA 
Program: completeness, use, and results. 

At the end of FY 2006, Interior achieved the highest 
rating from GAO in an assessment of 28 Federal 
agencies against the GAO Enterprise Architecture 
Management Maturity Framework. This rating 
indicated the IEA had fully achieved more of the 
evaluation criteria, (i.e., 97%) than any of the other 
agencies assessed.

The IEA program has proven that its approach is 
indeed a valid one by demonstrating tangible results 
from the program. In fact, in 2006, the President’s 
Management Agenda Initiative Recreation One Stop, 
took a major step forward with the implementation 
and deployment of the National Recreation 
Reservation Service. The NRRS is featured at 
the all new Recreation.gov and provides one-stop 
shopping for the citizen’s recreation needs. This is 
a direct result of implementing Interior’s Recreation 
Modernization Blueprint.

Interior has completed two new modernization 
blueprints — one for Human Resources 
Management and another for the cross-cutting 
mission function of Land Management Planning 
and National Environmental Policy Act. Both 
modernization blueprints were approved by the 
Interior Investment Review Board in accordance 
with the IEA Governance Plan. In addition to 
recommendations to improve DOI’s business 

processes and information sharing, blueprints 
identify gaps and redundancies in Interior’s existing 
IT portfolio that hamper successful achievement of 
strategic and programmatic goals. 

IEA also issued a policy on data resource 
management which defi nes roles and responsibilities 
for data standardization and stewardship. IEA 
issued an associated procedures document for 
data standardization, which provides a consistent 
methodology for defi ning data standards to meet the 
broadest organizational needs. 

In efforts to further formalize data standardization, 
IEA has implemented performance measures 
for data quality for the Departmental Enterprise 
Architecture Repository. These measures will be 
used to conduct quarterly evaluations of all bureau 
enterprise architecture programs.

The Deputy Secretary of the Interior approved an 
EA Governance Plan that describes the decision-
making processes used during the development of 
segment architectures for Interior’s business areas. 
The Deputy Secretary also approved the annually- 
updated Interior Enterprise Transition Strategy. The 
ETS defi nes the sequencing for all modernization 
efforts across Interior. It also consolidates and 
coordinates the changes proposed in modernization 
blueprints.

The Methodology for Business Transformation 
has been revised and updated to MBT 1.5. MBT 
provides guidance on the approach Interior uses 
for conducting segment architecture analyses and 
developing modernization blueprints. The new MBT 
1.5 has been enhanced to include specifi c guidance 
integrating capital planners and appropriate EA 
governance bodies in the process of creating the 
proposed investments for modernization blueprints.

In addition to OMB scores and internal recognitions, 
the IEA program was also noted externally by:

u 4th Annual E-Gov Institute as winner for the 
2006 Excellence in Enterprise Architecture for 
Leadership in EA;

u Cited by the OMB Federal Enterprise 
Architecture Program Management Offi ce as 
a best practice for other Federal agencies to 
leverage in developing segment architectures;
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u By request, the DOI Chief Architect and 
members of the staff regularly speak about 
DOI’s EA program at the Federal Enterprise 
Architecture Certifi cation Institute National 
Defense University’s CIO and EA certifi cation 
courses and the U.S. Department of 
Agriculture Graduate School; and

u Outreach and information sharing sessions 
with over 25 Federal, state, and local 
government agencies, as well as fi ve foreign 
governments, for sharing best practices and 
helping the EA community. 

FY 2007 Accomplishments
u Interior achieved the highest rating from the 

GAO in an assessment of 28 Federal agencies 
against the GAO Enterprise Architecture 
Management Maturity Framework. This rating 
indicated the IEA program had fully achieved 
more of the evaluation criteria than any of the 
other agencies assessed.

u Two IEA blueprints, Human Resources and 
Management Planning NEPA were approved 
by the IRB in June 2007. 

u Interior’s EA Program generated international 
interest. The IEA program has provided 
information sharing sessions on its methods 
and achievements to representatives from 
Singapore and South Korea. Interior’s Chief 
Architect has also been the keynote speaker 
at EA conferences sponsored by government 
agencies.

u MBT and DEAR Training - Training sessions 
in the Denver, Colorado, and Washington, DC, 
metro areas were held to train architects and 
other stakeholders on using MBT and DEAR.

u Improved EA Governance and Management 
oversight by instituting semi-annual reporting 
of Bureau EA Maturity Assessments.

FY 2008 Planned Activities
The main focus for the IEA in 2008 is on developing 
an IT infrastructure modernization blueprint. The 
goal is to optimize Interior’s IT infrastructure assets 
and improve overall management, operations, and 

security. The Department currently spends about 
$500 million on IT infrastructure investments per 
year. Interior will take a two-pronged planning 
approach that will result in a tactical roadmap 
and a strategic IT infrastructure modernization 
blueprint. At the same time, Interior will be aligning 
it’s planning initiatives to comply with the OMB lead 
IT infrastructure Line of Business. The ITI LoB will 
establish benchmarks for cost and performance 
that all Federal agencies are expected to meet. 
Some of the areas that will be reviewed are end- 
user computing, desktop and support services, 
data centers, networks and telecommunications. 
Security concerns for all of these areas will also be 
addressed along with asset management.

As with all blueprints, the IEA program will work 
closely with the appropriate business and IT 
representatives across Interior in the development 
and eventual implementation of the IT infrastructure 
roadmap and blueprint. 

Financial Management 
Human Capital
The Department of the Interior’s fi nancial 
management community continues to face major 
workforce challenges. The decade of the 1990s 
brought signifi cant legislation and increased 
responsibilities for the entire Federal fi nancial 
management community. The need to expand 
knowledge and expertise by the fi nancial community 
continued with the requirements of the PMA, and, 
more recently, OMB’s revised Circular No. A-123, 
Appendix A. In addition to the Governmentwide 
initiatives, Interior is also engaged in a 
Departmentwide effort to implement a fully 
integrated FBMS.
 
It is imperative that Interior have an adequate 
number of highly qualifi ed fi nancial management 
personnel. These individuals must have the 
competencies required to successfully transition to 
and implement FBMS, as well as the ability to lead 
a world-class fi nance organization in the future. The 
need for a highly-qualifi ed fi nancial management 
workforce comes at the same time that many “baby 
boomer” supervisors, managers, and executives 
reach retirement age. 
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A fi nancial management workforce plan was 
completed and published at the end of 2004. 
Interior’s Chief Financial Offi cer Council approved 
the plan’s major recommendations and established 
a Workforce Steering Committee in early 2005. The 
workforce plan’s four major recommendations are:

u A strategic focus on new employee 
recruitment;

u Retention of employees who have or can 
develop needed competencies;

u Career paths to develop employees at all 
levels of experience with “workforce of the 
future” skills; and,

u Training and professional development 
opportunities for both technical/analytical skills 
and business/organization skills to enhance 
competencies and develop employees who 
are fl exible and versatile.

Interior established the R. Schuyler Lesher 
Financial Management Career Intern Program in 
2002 to recruit and train entry-level professionals 
in accounting and fi nancial analysis for the 
Department and the bureaus. Each year Interior’s 
fi nancial management community partners with DOI 
University to recruit a new class of high potential 
entry-level accountants and fi nancial analysts to 
participate in this career development program. 

FY 2007 Accomplishments for the Intern Program
u Recruited 6 new interns for the Class of 2007;

u Completed the fi rst year of training and 
development for the 2006 FMCIP Intern class 
(fi ve interns);

u Graduated the FMCIP Class of 2005 (four 
members);

u Conducted outreach activities at 
geographically dispersed colleges and 
universities with diverse student populations. 
Recruited at career fairs in the South (Texas), 
the West (Colorado), the Southeast (Florida), 
Mid-Atlantic (DC and Virginia), the Northeast 
(New Jersey);

u Executed a Fall 2006/Spring 2007 recruitment 
strategy;

u Participated in Offi ce of Personnel 
Management forum on best practices in 
recruitment; and

u Led panel on acquisition intern programs 
at the Federal Acquisition Conference and 
Exposition.

The 2005 intern classes completed the following 
courses:

u Auditing Fundamentals

u Critical Thinking Problem Solving

u Internal Control

u Essentials of Analysis

u Congressional Operations Seminar

u Leading and Managing Change

u Leadership Skills & Techniques

u Briefi ng & Presentation Skills 

The 2006 intern classes completed the following 
courses:

u Dollars and Sense

u Government Budget & Accounting

u Multi-generational Workforce

u Mentoring

u Budget Analyst’s Guide for Formulation

u Auditing Fundamentals

u Basic USSGL

u Appropriations Law

u Briefi ng & Presentation Skills

u Government Environment

FY 2008 Planned Actions for the Intern Program 
u Increase the number of participating Interior 

bureaus in the FMCIP Class of 2008

u Recruit a new class of interns; and

u Continue providing training opportunities for 
the class of 2007 and 2006.
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Sponsoring Comprehensive Training 
and Career Development Programs 
in Financial Management
The other critical component of Financial 
Management Human Capital is to provide 
appropriate training and professional development 
opportunities to existing fi nancial management 
personnel so that they are prepared to carry out their 
growing responsibilities. The Financial Management 
Workforce Plan noted specifi c competencies 
Interior’s workforce must develop to support both 
the implementation of the FBMS and a successful 
transformation to a world-class fi nance organization. 
The plan emphasized the need for a simultaneous 
focus on competency training and development for 
both the current transition period and for the future.

The Financial Management Workforce Plan 
recommends a comprehensive fi nancial 
management career path program, with career 
paths defi ned at multiple levels. Interior has 
already implemented an entry-level phase of the 
Financial Management Career Paths Program with 
the FMCIP. Initial work has begun on the design 
and development of a competency model. The 
competency model will be used to develop and 
implement the mid-level, senior-level, and executive-
level components of this comprehensive program. 

Due to budget constraints the Business 
Management Conference was not held in FY 2007. 
This conference allows the fi nancial community 
to discuss issues that cross bureau lines and 
meet face-to-face with those individuals that they 
normally only hear as a voice on a conference call. 
The Conference is planned to be held in FY 2008 
which will afford fi nancial management staff with an 
opportunity to network, attend sessions on subjects 
of common interest, and discuss common issues 
among themselves. 

Many of the individuals active in the implementation 
of the Financial Management Workforce Plan are 
from the “baby boomer” era and several retired 
during FY 2007. New individuals have been named 
to assist in the effort to implement the Plan. 

FY 2007 Accomplishments
u Completed a Departmentwide fi nancial 

management skills gap analysis based on the 
Financial Management Competency Model.

u Department of the Interior University 
sponsored the following fi nance-related 
courses:

n Basic Standard General Ledger 
Accounting;

n Federal Appropriations Law;

n Intermediate Standard General Ledger;

n Internal Controls; and

n Understanding Budget Formulation 
 and Execution.

FY 2008 Planned Actions
u Conduct a Financial Management needs 

assessment

u Begin to design the Financial Management 
Career Paths curriculum

Financial Data Stewardship

Financial data stewardship is the process of 
managing information needed to support program 
and fi nancial managers, and ensures that data 
captured and reported is accurate, accessible, 
timely, and usable for decision-making and activity 
monitoring. The objective of data stewardship policy 
is to synchronize data collection processes, reduce 
data redundancy, and increase data accessibility, 
availability, and fl exibility in a systematic manner. 
Effective data stewardship requires that (1) 
defi nitions clearly describe requirements and 
characteristics of data to be maintained in fi nancial 
management systems; (2) data are created, 
recorded, and reported in compliance with 
defi nitions; and, (3) feedback is provided when data 
are inadequate to meet user needs for information. 
Additionally, data assurance must provide attestation 
to, or comments on, the integrity of the information in 
the system.
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The Offi ce of Financial Management provides 
overall coordination of data stewardship functions 
for fi nancial data in Interior. The data stewardship 
function involves two levels of activities: (1) 
participating in setting Government-wide fi nancial 
data standards; and (2) setting fi nancial data 
standards in coordination with the bureaus’ fi nance 
operations. 

PFM participates in Government-wide fi nancial 
data standard setting activities and coordinates 
with the Standard Accounting Classifi cation 
Advisory Team on setting standards for fi nancial 
data for use throughout Interior. PFM monitors the 
Departmentwide data defi nition process, monitors 
data creation and compliance processes, ensures 
data usage relies on information derived from 
data consistent with the intended defi nition, and 
ensures adjustments are made to data defi nitions 
when it is inadequate to meet user needs. In 
addition, PFM participates in the development and 
implementation of the FBMS and Activity Based 
Costing/Management. This function also coordinates 
Departmental fi nancial data defi nitions with the three 
key Government-wide fi nancial data standard setting 
groups—the Financial Management Service’s 
USSGL Board, the Federal Accounting Standards 
Advisory Board, and OMB. 

To coordinate the establishment and implementation 
of fi nancial data standards in Interior, the bureaus 
and PFM have chartered the SACAT, under the 
leadership of the Finance Offi cers’ Partnership, 
to establish and maintain a common approach 
among the bureaus for addressing USSGL issues 
that relate to accounting policy and procedures, 
reporting requirements, internal controls, and SGL 
maintenance. 

In addition to the SACAT, Interior has developed a 
Financial Statement Guidance Team. The FSGT is 
comprised of the various bureaus of the Department 
and deals with issues and concerns related to the 
preparation of the performance and accountability 
report and implementation of OMB Circular No. 
A-136, Financial Reporting Requirements.

FY 2007 Accomplishments
u Established project team to review bureau 

revenue source codes, standardize codes, 
and create a handbook for transition to FBMS. 

u Reviewed existing Budget Object Class 
designations and User Product Codes to 
prepare for revision of Handbook in 2008. 

u Revised the Inter/Intra Agency Handbook to 
refl ect the changes in Treasury business rules. 

u Provided support to BLM and NBC in reviews 
of their internal processes to identify areas 
of opportunity for strengthened fi nancial 
management. 

u Published multiple issue papers to facilitate 
the issuance of new or improved fi nancial 
management and accounting policies for intra-
governmental activity.

u Published issue paper to facilitate Parent/Child 
reporting due to the changes in OMB Circular 
No. A-136.

u Prepared Department responses to Federal 
Accounting Standards Advisory Board issues 
related to Oil and Gas reporting, National 
Aeronautics and Space Administration 
Research and Development Reporting, 
Inter-Entity Costs, and Heritage Asset and 
Stewardship Land Reporting, 

u Established Condition Assessment Guidelines 
for U.S. Department of the Interior Library 
Collections. 

u Participated in FASAB’s Inter-Entity Cost Task 
Force to develop a draft technical release in 
support of Statements of Federal Financial 
Accounting Standards #4, Managerial Cost 
Accounting Concepts and Standards, and 
SFFAS #30, Inter-Entity Cost Implementation.

u Continued to analyze and enhance the 
reporting process to support performance 
reporting under the GPRA and the timely 
preparation of the Annual Performance and 
Accountability Report.
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u Coordinated the reconciliation of intra-Interior 
fi nancial balances and the reconciliation 
of Interior transaction balances with other 
Federal agencies to ensure compliance with 
new Intragovernmental Business Rules. 

u Worked closely with the FBMS Executive 
Steering Committee to monitor implementation 
progress; address and resolve accounting 
and reporting issues; and ensure appropriate 
internal controls are planned, implemented, 
and functioning as intended.

u Worked with Department of Homeland 
Security in conjunction with the United States 
Coast Guard, and U.S. Army Corps 

 of Engineers to resolve reporting issues 
related to the Sport Fish Restoration Boating 
Trust Fund to ensure compliance with OMB 
Circular No. A-136.

u Continued to communicate with several 
agencies on elimination issues (Department of 
Energy, Agency for International Development, 
Department of Defense, Department of Labor, 
Department of Commerce, The Smithsonian 
Institution, and National Aeronautics and 
Space Administration).

FY 2008 Planned Activities 
u Continue to analyze and enhance the 

reporting process to support performance 
reporting under GPRA and the timely 
preparation of the Annual Performance and 
Accountability Report.

u Continue to coordinate and prepare 
Department responses to draft FASAB, OMB, 
and Treasury fi nancial reporting guidance. 

u Continue to coordinate the reconciliation 
of intra-Interior fi nancial balances and the 
reconciliation of Interior transaction balances 
with other Federal agencies.

u Continue to work closely with the FBMS 
Execuive Steering Committee to monitor 
implementation progress; address and resolve 
accounting and reporting issues; and ensure 
appropriate internal controls are planned, 
implemented, and functioning as intended.

u Continue to work with bureaus to fully 
implement ABC/M throughout the Department.  



113

Analysis of
Financial 
Statements

I nterior received, for the 11th consecutive year, 
an unqualifi ed audit opinion on its fi nancial 
statements. The statements were audited by 

the independent accounting fi rm of KPMG LLP.
Preparing the fi nancial statements is part of 
Interior’s goal to improve fi nancial management 
and to provide accurate and reliable information 
that is useful for assessing fi nancial performance 
and allocating resources. Interior management 
is responsible for the integrity and objectivity of 
the fi nancial information presented in the fi nancial 
statements.

The fi nancial statements and fi nancial data 
presented in this Report have been prepared from 
Interior’s accounting records in conformity with 
generally accepted accounting principles. GAAP 
for Federal entities are the standards prescribed by 
the Federal Accounting Standards Advisory Board.

Information provided in the fi nancial statements, 
the opinion presented as a result of the independent 
audit, and other disclosures and information 
provided in this Report provide assurance to the 
public that the information is accurate, reliable, 
and useful for decisionmaking.

The Department expects that balances of line 
items will fl uctuate in the normal course of business. 
Therefore, while Interior notes these variances, 
any fl uctuations of 10 percent or less are considered 
normal and will not be detailed specifi cally in this 
analysis.
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Overview of Financial Position

Assets 
At the end of FY 2007, Interior’s assets totaled 
$66,984 million. This is an increase of $1,551 million 
or 2 percent over the previous year’s assets, which 
totaled $65,433 million. Interior’s assets refl ected in 
the Balance Sheet are summarized in Figure 1- 75.

Interior’s assets are primarily composed of the Fund 
Balance with Treasury and General Property, Plant, 
and Equipment. The Fund Balance with Treasury 
is money that Interior is authorized to pay liabilities 
resulting from operational activity and consists of 
funds received from direct appropriations, transfers, 
offsetting receipts, recoveries, and funds held in 
budget clearing accounts. 

General Property, Plant, and Equipment are 
primarily composed of land, structures, and facilities 
which are used for general operations, power, 
wildlife enhancement, and recreation. Most of 
Interior’s structures and facilities are composed 
of dams, power, and irrigation facilities managed 
by BOR. The remainder consists of buildings and 
facilities used in Interior’s operations (e.g., visitor 
centers, fi sh hatcheries, and IA schools).

The Department seeks to explain any variances 
exceeding 10 percent of the previous year’s line 
item total. From FY 2006 to FY 2007, the Accounts 
and Interest Receivable line item had a signifi cant 
variation, increasing by $450 million (15 percent) due 
to changes in FWS and MMS. FWS has an increase 
of approximately $1 billion in FY 2007 resulting 
from the implementation of OMB Guidance, which 
changed the reporting responsibilities for Treasury 
Managed Trust Funds with multiple component 
entities. In FY 2006, the FWS was only required 
to present the SFRA portion of the SFRBTF. The 
FY 2007 statements refl ect a receivable of $1 billion 
from the U.S. Coast Guard, representing funds due 
to FWS for its portion of the SFRBTF. This increase 
is partially offset by a $500 million reduction in 
MMS accounts receivable due to the maturation 
of long-term coal lease deferred bonuses and an 
increase in allowances, which reduce accounts 
receivable, for aging Deepwater Royalty Relief 
receivables. 

Liabilities 
In FY 2007, Interior’s liabilities totaled $10,979 
million. This is a decrease of $959 million or 
8 percent from the previous year’s liabilities of 
$11,938 million. Interior’s liabilities refl ected in the 
Balance Sheet are summarized in Figure 1- 76.

(dollars in thousands) FY 2007 FY 2006

Fund Balance with Treasury 34,776,671$        33,409,382$        
Investments, Net 7,485,899            8,282,933            
General Property, Plant, and Equipment, Net 17,930,798 17,491,901          
Accounts and Interest Receivable, Net 3,368,896 2,918,547            
Cash and Other Assets 3,421,256 3,330,224            
Total Assets 66,983,520$        65,432,987$        

FIGURE 1-75

(dollars in thousands) FY 2007 FY 2006

Accounts Payable 1,667,800$          1,154,601$          
Debt 858,007               1,056,572            
Loan Guarantee Liability 41,434                 92,380                 
Federal Employee and Veteran Benefits 1,363,633            1,387,423            
Environmental and Disposal Liabilities 147,514               153,466               
Other Liabilities 6,900,526            8,093,533            
Total Liabilities 10,978,914$        11,937,975$        

FIGURE 1-76
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Interior’s liabilities are primarily composed of 
Accounts Payable, Debt, Federal Employee and 
Veteran Benefi ts, and Other Liabilities. Other 
Liabilities is primarily composed of Resources 
Payable to Treasury, and Custodial Liablities.

Federal agencies, by law, cannot disburse 
money unless Congress has appropriated funds. 
Funded liabilities are expected to be paid from 
funds currently available to the Department. 
Interior’s unfunded liabilities consist primarily of 
Environmental and Legal Contingent Liabilities and 
unfunded employee compensation costs, which 
include Federal Employment and Compensation 
Act and annual leave amounts. These liabilities will 
be paid from funds made available to the Interior in 
future years. The associated expense is recognized 
in the period in which the liaiblity is established, 
regardless of budgetary funding considerations.

In FY 2007, the Department had several liability 
line items with variances meeting the threshold for 
analysis. Accounts Payable showed a change of 
approximately $513 million (44 percent) due, in most 
part, to FWS changing reporting to follow SFFAS 
27. The FY 2007 statements refl ect the portion of 
the SFRBTF due for distribution to the U.S. Coast 
Guard and U.S. Corps of Engineers as a payable. 
FY 2006 does not refl ect the payable, as the OMB 
requirements were not in effect until FY 2007.

Total debt decreased for the year by $199 million 
(19 percent) due to repayments to BPD by IA, BOR, 
Departmental Offi ces and BLM. The bulk of the 
change was due to the BLM annual repayment of 
$150 million of Helium related debt.

The decrease of $51 million in Loan Guarantee 
liability is attributable to IA. In FY 2007, IA 
implemented the Balances Approach Reestimate 
Calculator spreadsheet tool to calculate the subsidy 

reestimate based on OMB’s recommendation. IA 
booked changes to estimates in the Loan Guarantee 
liability account, at the end of the year.

The Other Liabilities line item, as presented in this 
summary statement, is a composite of all remaining 
liabilities in the Department not chosen for emphasis 
here. The large change (decrease) of $1.2 billion 
(15 percent) is, therefore, a result of many smaller 
changes to liability accounts in the fund. The most 
signifi cant component causing the change is a 
decrease in the Departmental Offi ces’ Advances 
and Deferred Revenue line of $500 million due to 
a new cap on DOD contracts and the subsequent 
return of funds from the Department’s Interior 
Franchise Fund to DOD. MMS also contributed to 
the decrease in the overall other liabilities. MMS 
Contingent Liabilities decreased by $216 million due 
to a change in the estimate of loss. MMS Custodial 
Liabilities also decreased by $382 million due to 
the maturation of long-term coal lease deferred 
bonuses, a reduction in the number of new coal 
leases awarded, and an ongoing effort to match and 
liquidate royalty related receivables.

Net Position 

Interior’s Net Position at the end of 2007, disclosed 
in the Balance Sheet and the Statement of Changes 
in Net Position, was $56,005 million, an increase 
of about $2,510 million or 5 percent from the 
previous year. 

Interior’s Net Position consists of the sum of 
Unexpended Appropriations of $4,110 million and 
Cumulative Results of Operations of $51,895 million.

Results of Operations
Interior’s net cost of operations for FY 2007 was 
$13,639 million. This is an increase of $234 million 
or 2 percent from the previous year’s net cost of 

(dollars in thousands) FY 2007 FY 2006

Resource Protection 3,666,109$          2,810,075$       
Resource Use 2,144,299            2,615,472         
Recreation 2,255,035            1,410,049         
Serving Communities 4,636,522            5,614,166         
Reimbursable Activity and Other 936,721               954,780            
Net Cost of Operations 13,638,686$        13,404,542$     

FIGURE 1- 77
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$13,405 million. Interior’s net cost of operations 
as refl ected in the Statement of Net Cost is 
summarized in Figure 1- 77.

Most costs incurred by Interior are directly related to 
providing services to the public. The Consolidated 
Statement of Net Cost is divided into the following 
fi ve major program segments: Resource Protection; 
Resource Use; Recreation; Serving Communities; 
and Reimbursable Activity and Other. Serving 
Communities represents 34 percent of the 
Department’s net cost of operations.

Revenue
During FY 2007, Interior earned approximately 
$2,035 million in revenue from the public and 
approximately $2,536 million in revenue from other 
Federal entities, for a total of $4,571 million. This is 
a decrease of about $1,509 million from September 
30, 2006. In FY 2006, approximately $2,911 
million was earned in revenue from the public and 
approximately $3,169 million was earned in revenue 
from other Federal entities, for a total of $6,080 
million. 

Interior classifi es revenue as exchange or non-
exhange revenue. Exchange revenues are 
those that derive from transactions in which the 
Government and the other party receive value, 
including park and wildlife refuge entrance fees, 
map sales, and other products and services that 
are directly related to Departmental operations. 
Revenue collected from other Federal agencies 
consists of reimbursable activities such as 
construction, engineering, and other technical 
services. Most of the revenue received from Federal 
agencies is received from Interior Franchise Fund 
and National Business Center operations that 
provide shared administrative services. Interior 
also collects mineral lease revenues on behalf of 
the Federal government. These are presented in 
the Statement of Custodial Activity rather than the 
Statement of Net Cost.

Interior collects various non-exchange revenues. 
Examples of non-exchange revenue are taxes, fi nes 
and penalties that the Federal government collects 
as a result of its sovereign powers rather than as a 
result of providing goods or services for a fee. 

Overall Department revenues decreased for the year 
by $1.5 billion. The bulk of the decrease was in the 
BLM. The BLM had a decrease of $760 million due 
to fewer SNPLMA land sales in 2007. The remainder 
of the decrease was due to the change in several 
bureaus, signifi cantly in IA, of parent/child reporting. 
IA had revenue in FY 2006 related to accounts 
where IA was the child of another agency; revenues 
for those accounts are not reported by DOI as 
revenue in FY 2007. The balance of the decrease is 
due to this reduced business activity in several FWS 
and IA funds.

Budgetary Resources 
Interior receives most of its funding from general 
government funds administered by the U.S. Treasury 
and appropriated for Interior’s use by the Congress. 
These resources consist of the balance at the 
beginning of the year, appropriations received during 
the year, and spending authority from offsetting 
collections, as well as other sources of budgetary 
resources. Other resources include Special and 
Trust Funds, such as Conservation Funds (the Land 
and Water Conservation Fund, Historic Preservation 
Fund, and the Environmental Improvement and 
Restoration Fund), the Reclamation Fund, and the 
Aquatic Resources Trust Fund. These funds are 
administered in accordance with applicable laws and 
regulations. 

The Statement of Budgetary Resources provides 
information on how budgetary resources and 
nonbudgetary credit program fi nancing were made 
available to Interior for the year and their status at 
fi scal year-end. Obligations of $20,963 million and 
$21,447 million were incurred as of September 30, 
2007, and 2006, respectively on total budgetary 
resources in FY 2007 of $26,799 million, and in 
FY 2006, of $27,741. 

Custodial Activity
In accordance with Federal accounting standards, 
receipts from mineral leasing revenue are presented 
in Interior’s Statement of Custodial Activity, since 
the collections are considered to be revenue of the 
Federal Government as a whole rather than Interior. 
Mineral leasing revenue was $10,984 million and 
$11,867 million as of September 30, 2007, and 
2006, respectively, and include Outer Continental 
Shelf and onshore oil, gas, and mineral sales and 
royalties. 
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STEWARDSHIP LAND
(FEDERAL UNITS)

Beginning 
Units Additions Withdrawals Ending Units

BLM 126 0 0 126

NPS 390 1 0 391

FWS 670 2 0 672

BOR 145 0 0 145

BIA 221 0 3 218

Other 1 0 0 1

Total 1,553 3 3 1,553

FIGURE 1- 78

STEWARDSHIP INVESTMENTS
(IN MILLIONS)

FY 2007 FY 2006 Change % 
Change

Non-Federal 
Physical Property

$559.7 $664.5 $104.8 19%

Research and 
Development

866.0 857.0 9.0 1%

Human Capital $565.1 $605.0 $39.9 7%

FIGURE 1- 79

Interior collects a portion of revenue as royalties in 
kind for transfer to the Strategic Petroleum Reserve.
The current Strategic Petroleum Reserve initiative 
began in July 2007. The current estimated value of 
this initiative is $306 million which was reported as 
custodial revenue. 

Stewardship Assets and Investments
Interior is the Federal Government’s largest land-
managing agency, administering over 500 million 
acres of America’s land mass and serving as 
steward for the natural and cultural resources 
associated with these lands. Each bureau within 
Interior that administers stewardship lands serves 
to preserve, conserve, protect, and interpret how 
best to manage the Nation’s natural, cultural, and 
recreational resources. Some of these stewardship 
lands have been designated as multiple use, which 
Congress defi nes as management of both the land 
and use of the land in a combination that will best 
meet the present and future needs of the American 
people. The stewardship assets managed by Interior 
generally remain constant.

Stewardship investments represent expenses 
charged to current operations that are expected to 
benefi t the Nation over time. Interior’s Stewardship 
Investments include research and development 
programs, investments in human capital, and the 
purchase or construction of assets for which 
State, local, or tribal governments and insular 
areas retain title. 

Stewardship land and investments are summarized 
in the following tables: Figures 1- 78 and 1- 79.

In FY 2007, Interior made a change in accounting 
principle resulting in a decrease in FY 2007  
stewardship investments in the Investment in Human 
Capital and the Non-Federal Physical Property 
lines. Job Corps and Highway/Road programs are 
no longer reported by Interior due to OMB Circular 
No. A-136 revisions which require parent agencies 
to report all activity for the funds they administer. 
Interior is a child to the Department of Labor and 
the Department of Transportation which administer 
these programs. 

Interior’s reported values for Property, Plant, and 
Equipment exclude stewardship assets because 
they are considered priceless and do not have an 

identifi able value. Therefore, monetary amounts 
cannot be assigned. An in-depth discussion of 
these assets is presented in the Notes to the 
Financial Statements Section and the Required 
Supplementary Information section of the 
Performance and Accountability Report.

Limitations of Financial Statements 
Management prepares the accompanying fi nancial 
statements to report the fi nancial position and 
results of operations for the Department of the 
Interior pursuant to the requirements of Chapter 31 
of the U.S.C. Section 3515(b).

While these statements have been prepared from 
the records of the Department in accordance with 
generally accepted accounting principles and 
formats prescribed in OMB Circular No. A-136,
 “Financial Reporting Requirements,” these 
statements are in addition to the fi nancial reports 
used to monitor and control the budgetary resources 
that are prepared from the same records.

These statements should be read with the 
understanding that they are for a component of the 
U.S. Government, a sovereign entity. 




